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21 Octoher 1953

MEMORANDUM FOR: Assistant Director/National Estirrates -
Agsistant Director/Scientific Intelligenc:
Assistant Director/Research = Reports
Assistant Director/Current Intelligence
Assistant Director/Collection & Disseminat.o:x
Assistant Director/Operations
special Assistant to DD/I (Administratic a)
Chief, RGM/OIS

SUBJECT: Proposal to 3trengthen Intelligence
fictivities

1. Attached hereto is an alternate proposal on the above
subject to that which has already been disseminated to you
under memorandum dated 13 October 1953. It was draited to -
meet suggestions proposed by OSI and OCD. This alterngte
proposal is basically different in that it resnoves the revision -
of NSCID's having to do with reimbursement by the Agencgy to
other departiments or agencies for certain of the intelligemce
services benefiting CIA and the intelligence community, In
addition it proposes revision of NSCID's which place a direct
obligation on the DCI and the other agencies with respect to
support by the DCI of departmental budgets in so far as those
budgets affect his responsibilities.

2. It would be appreciated if you or your representative:
could meet in Room 1128 M at 2:30 on Monday next to sce
whether there is a consensus as to which of these proposé&ls
the Agency should adopt, or whether there is another and more
desirable solution whereby the DCI can properly diacharge his:
responsibility for the strength and health of the components of -
the intelligence system which are not under his direct supervis:on.
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" JAMES €. REBER
Q Assistant Director
Intelligence Coordination
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Draft Incorporating Suggestions of 14 October Meeting

PROPOSAL TO PERMIT THE STRENGTHENIEE?

OF INTELLIGENCE ACTIVITIES

Problem:

1. To determine ways and means whereby the DCI can
ensure that the iantelligence components which make up the
federal intelligence system obtain sufficient funds to be able
to undertake intelligence activities essential to the national
security.

Discussion:
Zo=LussiDn.

2, It is clear that the intent of the MNational Security Act
and the NSCIDs is that the Agencies represented on the Intelli-
gence Advisory Committee are to operate insofar as possible
as a system, interrelated and interdependent. While tha Act
and the Directives accord due respect to the fact that the
individual intelligence agencies must meet their departmeantal
responsibilities, the separate agencies are to be so mankged
as to achieve coordinated intelligence in the interest of national
security.

3. The injunction in the Law that the Central Intelligence
Agency (and therefore, in NSCID-1, the Director, with the
concurrence or dissent of the IAC) is to recommend to the
NSC measures necessary for the coordination of such intelli-
gence activities as relate to the national security has a positive
implication: that those activities are to be made stroiuiger,
more effective, and more efficient. A weakness developing
with respect to any of the agencies is immediately the concern
of the responsible intelligence chief. If the weakness will affee-
the national security, it also becomes the concern of the DCI.

In some such cases, the weakness can be corrected by the

responsible chief alone; in others, the correction may transcemd
his ability, in which event the support of the DCI and the IAC, o~
the NSC, may properly be required.
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4. By virtue of Mr. Armgsirong's letter (see Tab B, whick
was discussed by the IAC on 15 September 1953, IAC-M-121) a
point has been reached where we must examine whether or not a
Congressional or departmental decision to reduce an inteliigene:
activity which relates to the national security can remain solely
a departmental matter. While this particular case involves a
weakening of certain activities in the Foreign Service, comparanle
reductions in military agencies® reporting capabilities or in the
intelligence agencies! production capabilities might well have
similar adverse effects on the national security.

5. In order for the federal intelligence system to be main-
tained in a healthy state and its integral parts balanced inkofar &3
possible, it appears that the following course of action would be
desirable:

The DCI, after consultation with the responsible
department or agency head and the IAC, shall provide
appropriate comment in the presentation of departmenrntal
budgets for foreign positive intelligence activities to the
Bureau and the Congress and, if necessary, to the
department or agency concerned when it comes to allécatior
of its appropriation among the various components of ‘ti:at
department or agency. This is to ensure that the Bureau
of the Budget, the Congress, and the department or ajrency,
in considering a department appropriation, will have full
cognizance of the foreign positive intelligence implications
of functions which otherwise might be thought to be
exclusively to meet departmental needs.

6. To date, CIA has not, by and large, carried out fae pro-
cedure described in 5 above. Under existing general reimburse-
ment authority CIA might, where necessary, provide funds to
another agency. At present the Agency reiiaburses the Stute
Department for the following intelligence services:

a) National Intelligence Survey, in order to carry out
for the DCI in the most efficient way his responsibility for
NIS.
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b) External Research Staff, on the ground that such
coordinating efforts could be best operated out of the Depart-
ment of State and for the benefit of the community, including
CIA.

7. In none of the foregoing instances was CIA specifically
directed by the N3C to reimburse the Department of State for
services rendered, though in the external research case the con-
currence of the Psychological Strategy Board was sought and
obtained. As far as is known, CIA has not provided funds to the
military intelligence agencies for services rendered, although at:
one point during the last year, G+Z was favorably considering tha

possibility of receiving INIS funds along the line oi the 3tate Depar: -

ment arrangement.

8., These examples are set forth and the question of existim;
reimbursement authority raised in this paper only to recogfrize
that there are certain departmental intelligence activities which -
would not normally be performed co meet the minimum needs of -
either the department or the intelligence cormunity and which
therefore require the provision of funds by CIA by reason o its
responsibilities under the Act and to the NSC.

Recommendations:

9. That the IAC concur in the proposed revisions in the
NSCIDs 1 and 2 as follows:

The DCI, after consultation with the responsible
department or agency head and the IAC, shall provide

New para. appropriate comment in the presentation of departmental
13, NSCID-1  budgets for foreign positive intelligence activities to the

Bureau /and the uongress/ and, if necessary, to the
department or agency concerned when it comes to alloca-
tion of its appropriation among the various components

of that department or agency. This is to ensure that ‘the
Bureau of the Pudget, /the Congress,/ and the denartment:
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Oor agency, in considering a departmeantal appropriation,
will have full cognizance of the foreign positive intelligen e
implications of functions which otherwise might be

thought to be exclusively to meet departmental needs.

The collecting and reporting facilities of each of .
the agencies shall be utilized so as to avoid /unproductive /
duplication and /uncoordinated/ overlap and to ensure
/within budgetary limitations/ within the capabilitias of ths
i—ntelligence community that full flow of intelligence inforr a-
tion /which is the major need of ali/ required by the resp-ctiva
departments and agencies for the accomplishment o~ their }
respective missions and for the produ:tion of national

intelligence. (Deletion in brackets, insertion undeslined,

10. That the IAC approve the following procedure to immnl sroers
the foregoing policy:

The DCI shall, ir cooperation with the departments
or agencies individually or collectively as necessary,
define those departmental intelligence activities whish a«e
deemed to have foreign positive intelligence implications.
The DCI shall be provided sufficiently in advance of the
department or agency's presentation to the Bureau and the
Congress with the necessary departmental budget data to °
permit him to provide appropriate comment to the Bureaa
and the Congress. Upon approval of appropriation by
Congress, the recipient department or agency shall make
available to the DCI at the earliest possible date the ‘
tentative departmental allocation for the intelligence
activities in question, in order that the DCI may, if
necessary, make an appropriate presentation to the depart-
rment or agency concerned, including comment on cornpli-
cations other than financial, such as those arising from the
imposition of personnel ceilings.
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MONEY AND FINANCE

686, Purchase or manufacture of stores or materials or per-
formance of services by bureau or department for another
bureau or department.

(a) Any executive department or independent establishmemnt
of the Government, or anv bureau or office thereof, if funds are
available therefor and if it is determined by the head of such
executive department, establishment, bureau, or office to be in
the interest of the Government so to do, may place orders with
‘any other such department, establishment, bureau, or office to
be in the interest of the Government so to do, may place orders
with any other such department, establishment, bureau, or
office for materials, supplies, equipment, work, or services,
of any kind that such requisitioned Federal agency may be in a
position to supply or equipped to render, and shall pay promptly
by check to such Federal agency as may be requisitioned, upon
its written request, either in advance or upon the furnishing or
performance thereof, all or part of the estimated or actual cost
thereof as determined by such department, establishment, bureau,
or office as may be requisitioned; but proper adjustments on the
basis of the actual cost of the materials, supplies, or equiprrent
furnished, or work or servites performed, paid for in advance,
shall be made as may be agreed upon by the departments, establich-
ments, bureaus, or offices concerned: Provided, That the War
Department, Navy Department, Treasury Department, Civil
Aeronautics Administration, and the Maritime Commission may
place orders, as provided herein, for materials, supplies, d@quip~
ment, work or services, of any kind that any requisitioned
Federal agency may be in a position to supply, or to render or
to obtain by contract: I‘rovided further, That if such work or
services can be as conveniently or more cheaply performed by
private agencies such work shall be let by competitive bids te
such private agencies, Bills rendered, or requests for advance
payments made, pursuant to any such order, shall not be subiect
to audit or certification in advance of payment,

(b) Amounts paid as provided in subsection (a) shall be
credited, (1) in the case of advance payments, ‘to special woriking
funds, or (2) in the case of payrnents other than advance payraents,
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to the appropriations or funds against which charges have been
made pursuant to any such order except as hereinafter provided.
The Secretary of the Treasury shall establish such special worke
ing funds as may be necessary to carry out the provisions of this:
subsection. Such amounts paid shall be available for expenxliture
in furnishing the materials supplies, or equipment, or in per-
forming the work or services, or for the objects specified in such
appropriations or funds. Where materials supplies or equipment
are furnished from stocks on hand the amounts received in paymae:t
therefor shall be credited to appropriations or funds, as may be
authorized by other law, or, if not so authorized, 50 as to be
available to replace the materials, supplies, or equipment, excep!
that where the head of any such department, establishinent, buree i,
or office determines that such replacement is not necessarvy the °
amounts paid shall be covered into the Treasury as miscelleneous
receipts.

(c) Orders placed as provided in subsection (a) shall be
considered as obligations upon appropriations in the same ntannez
as orders or contracts placed with private contractors. Advance:
payments credited to special working funds shall remain available
to the procuring agency for entering into contracts and other uses
during the fiscal year or years for which the appropriation involve .
was made and thereafter until said appropriation lapses under the
law to the surplus fund oi the Treasury. (Mar. 4, 1915, ch, 143,
S1, 38 Stat. 1084; May 21, 1920, ch 194, § 7, 41 Stat. 613 June
30, 1932, ch. 314, 5 601, 47 Stat. 417; June 22 1936, ch. 689, tit e
IV, S 8, 49 Stat, 1648; July 20, 1942, ch. 507, 56 Stat. 561; June
26, 1943, ch. 150, 5 1, 57 Stat. 219,) f

£ ENDMENTS
1943--Subsec. (c) amended by act June 26, 1943, cited to
text, which substituted second sentence for provisions relating

to issuance of stores from stock on hand.

1942--Act July 20, 1942, cited to text, amended subsec.
(a) generally and added first preoviso.

TRANS: KR O} FUNCTIONS

Functions relating to procurement of stores, supplies, etc;,
exercised by any other agency, transferred to Frocurement
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Division of the Treasury Department by Ex. Ord. No 615¢, S 1,
eff. June 10, 1933, set out as a note under section 132 of Title ",
Executive Departm-nts and Government Officers and Emrplovees.
Effective Jan. 1, 1947, the name of the Procurement Division v f
the Treasury Department was changed to the Bureau of Federal
Supply by regulation 3 5.7 of subpart A of Part 5 of Title 41,
Public Contracts 11 ¥, R. 13638, issued by the Secretary of the
Treasury under the authority of section 22 of said Title 5.

LURUSH REFERENCHES

Availability of advance payments, sece section 686c of thi
title.

Orders or contracts for materials placed with Giovernmme:t -
owned establishments deemed obligations, see section 23 of Titl.
41, Public Contracts

686a. iMaterials or services ordered from Navy; paymer :

Any executive department or independent establishrent

of the Government ordering materials or services from the Na- Y
shall pay promptly by c¢heck upon written request from the lvay—f
master General of the Navy, either in advance or upon completion
of the work, all or part of the estimated or actual cost thereoi, =3
the case may be, and bills rendered in accordance herewith shal’
not be subject to audit or certification in advance of payment:
Provided, that proper adjustments onthe basis of the actual cost
of delivery of work paid for in advance shall be made. (May 21,.192¢,
ch. 355, 44 Stat. 605.)

686b. Former section 686 effective as to funds transfer®-d
prior to amendment; convict labor; new provisions as -
additions to laws relating to working funds. '

(a) Notwithstanding the provisions of this section and
amendment of section 686 of this title, said section 686, as in
force prior to June 30, 1932, shall remain ir force with respect t
the disposition of funds transferred thereunder prior to such daté.

(b) Nothing in this section or section 686 of this titla shal.
be construed to authorize any (Government department or indevem:ent
establishment, or any bureau or office thereof, to place anv orde s
for material, supplies, equipment, work, or services to be furnis-ed
or performed by convict labor, except as otherwise provided by
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existing law,

(c) The provisions of this section and section 686 of this
title are in addition to ard not in substitution for the provisions of
any other law relating to working funds. (June 30, 1932, cH. 314,
S 602, 47 Stat. 418.)

GR35 KEFERENCES

Availability of advance payments, see section 686 ¢ -
of this title,

686c. Repealed. 1. 1943, ch. 150 S2, eff. June 26, 1943,

Section, act june 22, 1936, ch. 689, title IV, S 8, 4% Stat.
1648, related to availability of advance payments under section 68,
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